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1 . VADER OF LOCKHEED CALLED DEPARTMENT MARCH 3 TO REPORT 
ON RESULTS OF HIS VISIT TO CAIRO. 


2. DURING CAIRO STAY, VADER MET JOINTLY WITH ENGINEER 
HELMI HAGAR, CHAIRMAN OF THE ENGINES FACTORY FOR AO-, 
ENGINEER AHMAD HEIBA, CHAIRMAN OF AIR FRAME FACTORY FOR 
AOI, AND DR. NABIL SALEH, RESOURCES PLANNING DIRECTOR 
FOR AOI. HE BRIEFED THESE INDIVIDUALS ON LOCKHEED'S PART 
OF PROPOSAL PUT FORWARD BY AERITALIA. HE THEN PROPOSED 
THAT LOCKHEED MIGHT SEND AN EIGHT-MAN TEAM TO CAIRO TO 
WORK WITH AOI IN DEVELOPING PROGRAM FOR AIR FRAME REHABI- 
LITATION AND MAINTENANCE. 


3. VADAR STATED THAT HIS ASSUMPTION WAS THAT THERE WOULD 
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BE AN "OVERFLOW" OF 57 MIGS WHICH WOULD HAVE TO BE 
SERVICED OUTSIDE OF EGYPT OVER NEXT 26 MONTHS. HOWEVER, 
HE HAD "COMPLETELY UNDERESTIMATED" AIO CAPABILITIES. 


4. VADER NEXT SAW ASHRAF MARWAN, ACCOMPANIED BY HELMI 
HAGAR WHO SUMMARIZED EARLIER PRESENTATION. MARWAN TOOK 
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POSITION THAT ALL AIR FRAMES SHOULD BE HANDLED IN-COUNTRY. 
HE INDICATED GENERAL SATISFACTION WITH LOCKHEED CONCEPT, 
AND SPECIFICALLY AGREED THAT LOCKHEED COULD BRING THREE 
AIRCRAFT TO U.S. IN KEEPING WITH SCHEME AS OUTLINED BY 
VADER. MARWAN THEN ASKED FOR "DEFINITIVE PROPOSAL” 
INCLUDING COSTS, EQUIPMENT WHICH WOULD BE REQUIRED 
ETC. VADER RESPONDED THAT HE WOULD DEVELOP SUCH A PRO- 
GRAM AS SOON AS POSSIBLE, THAT THE MAXIMUM COST FOR THE 
LOCKHEED PROGRAM WOULD BE 20 MILLION DOLLARS, AND THAT 
LOCKHEED WOULD BE PREPARED TO SEND A FOLLOW-ON TEAM TO 
CAIRO AS EARLY AS NEXT WEEK. 

5. FINALLY, VADER TOURED AOI ENGINE AND AIR FRAME 
FACTORIES. HE WAS "ABSOLUTELY ASTOUNDED" AT EXISTING 
CAPABILITY. THE FACTORIES ARE SUPERBLY EQUIPPED, WITH 
EXCELLENT ASSEMBLY FACILITIES AND A LARGE FORCE OF 
TRAINED PERSONNEL. ACCORDING TO VADER, THERE ARE 

4,000 WORKERS AT THE AIR FRAME FACTORY ALONE WHO COULD 
"MAKE ANYTHING". HAVING SEEN AOI FACILITIES HE AGREES 
THERE IS NO NEED TO SEND ANYTHING OUTSIDE OF EGYPT 
IN CONNECTION WITH MIG MAINTENANCE AND OVERHAUL. HE IS 
CONVINCED THAT AOI COULD MOVE FASTER AND BETTER THAN 
PROGRAM INVOLVING ITALIANS. 

6. RE ENGINES, VADER UNDERSTANDS THAT AGREEMENT HAS 
BREN REACHED FOR AOI TO HANDLE MIG ENGINES IN CONJUNCTION 

SECRET 

SECRET 

PAGE 03 STATE 056171 

WITH EXISTING EGYPTIAN AIR FORCE CAPABILITIES AND ROLLS 
ROYCE PARTICIPATION. 

7. DEPARTMENT OFFICER MADE THREE POINTS IN THIS 
CONVERSATION WITH VADER. 

- USG HAS NOT APPROVED ANY LICENSES FOR WORK WITH AOI; 

THIS IS A MATTER FOR POLICY DECISION WHICH IS PRESENTLY 
UNDER REVIEW. 

- DEPARTMENT AND LOCKHEED "ARE NOT OF A MIND" ON 
WHETHER ADDITIONAL MUNITIONS CONTROL LICENSES WILL BE 
REQUIRED BEFORE LOCKHEED CAN PROCEED. PROJECT AS 
ORIGINALLY CONCEIVED WOULD HAVE PERMITTED US COMPANIES TO 
WORK WITH THIRD COUNTRY COUNTERPARTS TO DO WORK OUTSIDE 
OF EGYPT. NEW CONCEPT IS AT VARIANCE WITH THIS. 

- WITHOUT COMMENTING ON CONTENTS OF PROPOSAL PUT 
FORWARD BY AERITALIA, DEPARTMENT FEELS THAT USG HAS 
DISCHARGED ITS RESPONSIBILITIES UPON PRESENTATION OF 
THAT PROPOSAL. IT WAS UNDERSTOOD FROM OUTSET THAT WE 
WOULD SEEK TO RESPOND TO GOE NEEDS BY HELPING TO DEVELOP 
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A PROGRAM WHICH THEN WOULD HAVE TO STAND OR FALL ON ITS 
MERITS - I.E., ONCE PRESENTED, THE DECISION ON WHETHER 
OR NOT TO ACCEPT THE PROPOSAL WOULD BE UP TO GOE. 

8. AFTER CONSIDERING LATEST DEVELOPMENTS, DEPUTY 
ASSISTANT SECRETARY VELIOTES CALLED VADER AND MADE 
FOLLOWING POINTS: 

- ANY CONTRACT WITH AOI WOULD NOT BE APPROVED UNDER 
OUR CURRENT GUIDELINES. 

- ANY DEVIATION FROM AGREED GROUND RULES WOULD REQUIRE 
US TO GO BACK TO CONGRESS TO CONSULT WITH TWO COMMIT- 
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TEES. WE WOULD NOT WANT TO ENCOURAGE LOCKHEED TO THINK 
DEPARTMENT WOULD BE PREPARED TO DO THIS. 

- UNDER CIRCUMSTANCES, WE WOULD LIKE LOCKHEED TO HOLD 
UP SENDING TEAM. 

- AT VADER'S CONVENIENCE, WE WOULD LIKE HIM TO COME TO 
WASHINGTON TO DISCUSS THIS MATTER. (MEETING WILL TAKE 
PLACE MARCH 7.) 

9. QUESTION OF STATUS OF MIG PROGRAM WILL BE RAISED IN 
COURSE OF CONSULTATIONS ON F-5 SALES AND WE EXPECT 
SUBJECT WILL BE RAISED DURING HIRC HEARINGS ON AID TO 
EGYPT ON MONDAY. MARCH 6. NEWS OF LOCKHEED'S PRESENT 
EFFORTS IS LIKELY TO SURFACE IN MIDST OF THIS PROCESS. 

WHEN YOU MEET WITH GAMASY REQUEST YOU SEEK CLARIFICATION 
OF GOE DECISION AS REPORTED IN CAIRO 3837. YOU SHOULD 
INFORM HIM OF LOCKHEED'S DEALINGS WITH AOI AND POINT OUT 
THAT WE HAVE NOT SOUGHT TO ENCOURAGE LOCKHEED. FURTHER 
YOU CAN TELL HIM OF OUR DIFFICULTIES IN RELATION TO 
DEALINGS WITH MULTINATIONAL AOI. OBVIOUSLY, WE WOULD 
PREFER NOT TO FIND OURSELVES IN SITUATION WHEREIN WE 
HAVE TO TURN DOWN AN EGYPTIAN REQUEST TO APPROVE 
LOCKHEED/AOI DEAL. 

CHRISTOPHER 

NOTE: MESSAGE UPGRADED FROM EXDIS PER STATE 056213 
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